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BUSINESS 


During July, business activity in 
the State dropped further behind that of the 
previous year. In fact, the year-to-year fall 
was the largest we have experienced in the 
300 current phase of the business cycle. 
€ 293.2 a Year Ago A reliable indicator of general business 

conditions is the dollar volume of checks 
@274.0 for JULY (recorded as debits) moving through banks. 
A large proportion of business activity is 
250 

made up of sales and purchases of goods and 
services. When a significant share of these 
sales and purchases is accomplished by the 
drawing of checks upon commercial banks, 
the measurement of the dollar volume of 
checks passing through the banks reflects 
overall business conditions. When this vol- 
ume declines, other more direct economic 
150 measures can be expected to follow suit. 
This is just what happened in New Mexico 
between March and August. As bank debits 
dropped from year-ago levels, so did our 
100 41947-49 Average overall measure of business activity drop, 
and so did individual measures of economic 

activity throughout the State. 
However, bank debits for August reached 
50 their highest point for 1960--5.5 per cent 
above that a year ago. It is likely that, when 
all reports are in, August 1960 will show a 
NEW MEXICO BUSINESS INDEX larger volume of business activity than did 


4 August 1959. 
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Business Activity 


Index of Business Activity (1947-49 = 100) 


Sales data: Not available. See March 1959 issue of NEW MEXICO BUSINESS 


*Life Insurance Sales (1, 000s) 
**Bank Debits, 36 banks (1, 000s) 
Bank Loans and Discounts, 36 banks (1, 000s) 
Demand Deposits, 36 banks (1, 000s) 
Time Deposits, 36 banks (1, 000s) 
Business Failure Liabilities (1, 000s)> 


Wage Workers in Nonagricultural Establishments 
in Mining 
in Contract Construction 

*in Manufacturing 
in Transportation and Utilities 
in Trade 
in Finance, Insurance, and Real Estate 
in Services and Miscellaneous 
in Government 

Number of Insured Unemployed 

Rate of Unemployment (per cent of labor force) 


Construction Contracts Awarded (value in 1, 000s) 
Residential (value in 1, 000s) 
Number of Permits 
Floor Area (1,000 sq ft) 
Nonresidential (value in 1, 000s) 
Floor Area (1,000 sq ft) 
Heavy Engineering (value in 1, 000s) 


**Petroleum Production (1, 000s of bbls) 

Natural Gas Production (millions of cu ft) 
**Electric Power Production (1, 000s of kwhs) 
**Index of Total Metallics Production (1947-49 = 100) 

Mine Production - Copper (1, 000s of lbs) 

Mine Production - Lead (1, 000s of lbs) 

Mine Production - Zinc (1, 000s of Ibs) 

**Mine Production - Potash (1, 000s of tons) 


Index of All Farm Prices (1947-49 = 100) 
Index of Livestock Prices 
Index of Crop Prices 

Receipts from All Farm Marketings (1, 000s) 
Livestock and Products 
Crops 


Bank Debits, 36 banks (1, 000s) 

Bank Loans and Discounts, 36 banks (1, 000s) 
Demand Deposits, 36 banks (1, 000s) 

Time Deposits, 36 banks (1, 000s) 


Wage Workers in Nonagricultural Establishments 
Number of Insured Unemployed 
Rate of Unemployment (per cent of labor force) 


*Building Permits, total 17 cities (1, 000s) 
Residential 
Nonresidential 
Other 


Index of All Farm Prices (1947-49 = 100) 
Index of Livestock Prices 
Index of Crop Prices 


New Mexico 


Per Cent Change INDEX 
July 1960 from July 1960 
July Year Earlier June July (Average Month 
1960 July 1959 1960 1959 1947-49 = 100) 
274.0 293.2 - 4.5 - 6.5 274.0 
$ 22,332 $ 24,679 - 14.3 - 9.5 636.8 
484,733 521,151 - 6.3 - 7.0 298. 08 
45,532 51, 147 - - 11.0 266. 42 
335, 353 349, 608 0.0 - 4.1 176. 9% 
136, 966 121, 395 =. 20 + 12.8 382. 9% 
347 17 +378. 6 +349. 2 1,212.2 
236, 400 233,500 - 1.0 * 48 179.5 
21, 000 20, 300 + 0.5 + 3.4 168.4 
19, 800 21,400 + 0.5 - 7.5 156.7 
17, 500 18, 300 - 2.8 - 4.4 189.5 
21,200 20, 800 + 1.9 139.5 
50,700 49,400 - 0.2 + 2.6 174.8 
8,600 8,700 0.0 - 11 296.6 
36,500 35,500 - 0.3 + 2.8 167.7 
61, 100 59, 100 - 3.8 + 3.4 214.1 
5, 609 3,258 + 7.5 + 72.2 -- 
2.88 1.70 + 7.5 + 69.4 185.4 
$ 14,828 $ 24,040 - 66.7 - 38.3 -- 
$ 8,194 $ 10,370 - 23.1 - 21.0 -- 
653 776 - 7.0 - 15.9 -- 
740 988 - 16.9 - 25.1 -- 
$ 2,125 $ 6,778 - 58.5 - 68.6 -- 
157 419 - 55.4 - 62.5 -- 
$ 4,509 $ 6,892 - 84.3 - 34.6 -- 
8, 796 8,737 + 4.8 + 0.7 231.9 
62, 880 60, 182 + 3.0 + 4.5 390.9 
273,224 311,646 + 2.9 - 12.3 309.6 
69.3 59.8 + 37.9 + 16.0 69.3 
9,760 10, 330 + 59.5 - 5.5 92.3 
340 na - 14.1 na 32.8 
2,140 na - 5.6 na 33.5 
951 845 - 18.7 + 12.6 $97.7 
96.2 105.5 - 2.5 - 9.5 96.2 
100.7 113.4 - 2.6 - 11.2 100.7 
92.9 93.3 - 2.2 - 3.4 92.9 
$ 10,047 $ 9,488 + 17.4 + 5.9 133.0 
3,651 3, 706 + 4.7 - 15 87.4 
6, 396 5, 782 - 42 + 10.6 185.5 
Per Cent Change INDEX 
August 1960 from August 1960 
August Year Earlier July Aug. (Average Month 
1960 August 1959 1960 1959 1947-49 = 100) 
$531, 097 $488, 840 + 9.6 + 8.6 326.6% 
52, 132 52, 381 + 14.5 - 0.5 305. 0 
334, 096 358, 129 - 0.4 - 6.7 176.22 
139, 580 124, 026 + 1.9 + 12.5 390.2% 
234, 600 231, 200 - 0.8 + 1.5 178.1 
5, 387 3,543 - 4.0 + 52.0 -- 
2.78 1.86 - 3.5 + 49.5 179:1 
$ 8,884 $ 9,195 + 34.2 -°2.5 312.2% 
3, 728 5,677 - 19.4 - 34.1 210.12 
4,059 1,915 +221.9 +118.1 572.42 
1, 098 1,603 + 47.6 - 31.5 302. 9% 
92.4 102.8 - 4.0 - 10.1 92.4 
95.3 109.7 - 5.4 - 13.1 95.3 
92.1 92.5 - 0.9 - 0.4 92.1 


“Indexes for these items are used to compute the Index of Business Activity. 


Although the number of reporting units chang the 


The figures in this series are based on the average of three months' data. 


na - not available 
Sources: 
Retail Sales Data: N. M. Bureau of Revenue 
Potash Production: N. M. Bureau of Revenue 


for these items are comparable with indexes for preceding months. 


Petroleum and Natural Gas Production: N. M. Oil Conservation 


Commission 


Life Insurance Sales (New Ordinary): Life Insurance Agency 


Management Association 


Wage Workers and Unemployment: N. M. Employment Security 


Commission and U. S. Department of Labor 


Electric Power Production: Federal Power Commission 
Metallics Production: U. S. Bureau of Mines 
Farm Prices and Marketings: U. S. Agricultural Marketing 
Service 
Bank Data (all series) and Building Permits: 
Bureau of Business Research 
Business Failure Liabilities: Dun & Bradstreet, Inc. 
Construction Contracts: F. W. Dodge Corporation 


Comparison of Financial Patterns 
in New Mexico and Other States 


By 


ARTHUR A. BLUMENFELD 


«—-—Second of a Series of Articles on the State’s Finances —-—-. 


Having established in the first article of this 
series (NEW MEXICO BUSINESS, August 1960) 
the framework within which the State of New 
Mexico handles its financial problems, the writer 
now attempts to examine the fiscal activities 
(income and expenditures) of our state govern- 
ment against a background of such activities as 
carried on by a "'typical'' or an "average"' state. 


This comparison is made not so much to dis- 
cover "proper" or ''correct'' fiscal programs for 
state governments, but more to learn the degree 
to which the various state governments rely upon 
particular sources of income and the fiscal em- 
phasis they give to various programs. Such 
knowledge may then guide us in an appraisal of 
the situation in New Mexico. 


As is well known, the activities of govern- 
mental units--federal, state, local--play an im- 
portant role in our national economy. Currently, 
expenditures of all such units taken together 


I. General 


Before we can begin to compare the fiscal 
operations of the State of New Mexico with those 
of other state governments or with those of the 
"average'' state government, we must look at 
some of the ways in which New Mexico differs 
from other states. As the economic, social, and 
cultural characteristics of New Mexico differ 


account for approximately 30 per cent of our 
Gross National Product. (Federal government 
expenditures represent 20 per cent; states and 
local governments divide the remaining 10 per 
cent about evenly.) Although we have long paid 
close attention to the nature and the extent of 
government fiscal activities, we have been less 
concerned with the fiscal affairs of state and 
local governments. And unwisely so. Consider 
the fact that of the $146 billion spent by all gov- 
ernments within the United States during 1959, 
$59 billion (about 40 per cent) were state and local 
in nature. If we remove from consideration 
federal spending related to our national defense 
and to international relations, we find state and 
local governments spending slightly more than 
does the federal government for services and 
facilities expected to be provided by governments 
during times of peace. Although much attention 
is given to federal fiscal policies as tools for 
obtaining certain national goals, only passing and 
indirect attention is givento similar use of fiscal 
programs by states and local governments. 


Considerations 


from those of other states, so we can expect the 
activities of our governmental units to differ. It 
is wrong to assume that, simply because certain 
types of government action prevail nationally or 
regionally, it necessarily follows that New Mexico 
ought to imitate such patterns. When we compare 
New Mexico's fiscal operations with those in other 


fol 
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parts of the country, we must recognize that these 
economic, social, and cultural differences may 
account for different fiscal patterns. 


For example, New Mexico's fiscal experience 
has been gained almost entirely in an economic 
framework which was predominantly agricultural 
and extractive. Moreover, it has had to deal 
with problems of raising revenue and providing 
governmental services over an unusually large 
geographic area with an extremely sparse, rural 
population with incomes usually too low to finance 
adequately many of the necessary services such 
as education, roads, and public welfare. Under 
these circumstances the revenue system under- 
standably has been designed with unusual depend- 
ence upon extractive activities, and the state 
government (as contrasted with local government) 
has had to assume an unusually large share of 
the responsibility for providing certain essential 
services. These circumstances have been re- 
flected in laws which severely restrict the fiscal 
activities of local governments. 


NOTE OF WARNING: 

Readers should not expect to find that the fig- 
ures employed in this article always agree with 
those of state agencies. The data used in the 
preparation of this study were takenfrom reports 
of the Bureau of the Census, which--before it 
publishes its reports--adjusts and revises the 
figures received from such state departments. 

For the basic purpose of this article, which is 
to lay the ground work for further consideration 
of the State's financial patterns and problems, a 
single data source was essential. For that rea- 
son, Mr. Blumenfeld has used Census figures 
rather than those sent to the UNM Bureau by 
individual state agencies. 

--The Editor 


Largely as a result of such background condi- 
tions, financial authority and responsibility in 
New Mexico are highly centralized at the state 
level. State authorities collect and disburse a 
larger proportion of combined state and local 
funds than they do anywhere else except Delaware: 
75 per cent of all state and local taxes and ap- 
proximately the same proportion of expenditures. 
Nationally, tax-collection responsibilities are 
divided almost evenly between these two levels 
of government. 


Thus, interstate comparisons of levels of state 
government taxationand expenditures can be mis- 
leading if there is not first an understanding of 
the division of financial responsibility between 
state and local governments. If these responsi- 
bilities are not equally divided in the states, then 
we cannot properly compare expenditures for 
their different programs, for such expenditures 
are not comparable; for example, if the state 
finances the public school system in state ''A"’ 
but does not in state ''B, ''then both the total reve- 
nues and the total expenditures in ''A" are likely 
to be higher than they are in ''B."' At the same 
time, since financing the schools is the responsi- 
bility of local government in ''B,'"' the cost (reve- 
nues and expenditures) of local government in ''B" 
is likely to be higher than it is in "A." 


In New Mexico, because of the centralization of 
most tax collecting (and spending) at the state 
level, the cost of state government appears to be 
much greater than in most states and in the "'av- 
erage" state; and it is true that the New Mexico 
taxpayer pays considerably more in state taxes 
than do taxpayers in most states. On the other 
hand, the costs of local government are relative- 
ly quite low, so that New Mexicans actually pay 
no more for the two levels of government than do 
the citizens of many other states. 


Consequently, since the division of responsi- 
bility for taxation and spending varies widely from 
state to state, we should include the revenues 
and expenditures of all levels of government in 
our comparisons if we would make completely 
valid comparisons of the cost of government here 
and elsewhere. Since such comparisons are im- 
practical and would actually serve to hide rather 
than to reveal the fiscal problems and operations 
of state government as such, we must make most 
of our comparisons at the state level, keeping in 
mind these differences as partial explanations of 
the fiscal problems and practices in the respec- 
tive states. 


It should also be made clear that one source of 
difference between the fiscal patternof New Mex- 
ico and of that of the ''average''state arises from 
differences in growth, particularly in the period 
to which our comparisons relate--roughly the 
postwar period. Economic activity during this 
period has expanded much more rapidly in New 
Mexico than it has in the "average'' state--the 
country as a whole. Since 1947 (the earliest date 
for which comparable data are available) business 
in New Mexico has grown 218 per cent, while in 
the other states it has averaged 51 per cent. On 


an annual basis the New Mexico economy expand- 
ed about 10 per cent each year; in the other states 
annual expansion has averaged 3.5 per cent. 


Figure 1 
Percentage Increases 
in 
State Receipts and Expenditures 


NEW MEXICO & ALL STATES, 1946-1959 


Percentage Change 
500 


Expenditures 
Receipts 


° 


The growth of business activity is, of course, 
only one measure of the overall difference that 
exists between New Mexico and the "average" 
state. From 1946 to 1959 the population ex- 
panded 38 per cent; the combined population of all 
states grew only 17 per cent. The total personal 
income of New Mexico's growing population in- 
creased 270 per cent during this period; for all 
states it grew only 144 per cent. This rapid 
growth in population, business activity, and in- 
come brought with it considerable improvement 
in the level of economic well-being, as is evident 
in the fact that per capita income in New Mexico 
gained 116 per cent in contrast to 83 per cent for 
all states combined. 


Although it is important to recognize that New 
Mexico's rapid growth has had an important im- 
pact upon the fiscal operations of state govern- 
ment, it is also important to understand both that 
the State's rapid growth started from a level 
which was, generally speaking, much lower than 
forthe ''average''state andalso that in many ways 
New Mexico has not yet achieved a level of eco- 
nomic development equal to that of the majority 


of its sister states. For example, although em- 
ployment has grown even more rapidly than popu- 
lation, the percentage of New Mexico's population 
which is employed and earning incomes is still 
smaller than it is in the "average" state; and the 
New Mexican's 1959 per capitaincome of $1, 833, 
eventhough 116 per cent above its 1946 level, was 
only 85 per cent of the average for all states. 


Therefore, when we consider such questions as 
the relative burden of taxation in New Mexico, we 
find that a tax or an expenditure which takes the 
same number of dollars in this state as in the 
“average'' state may bear more heavily upon New 
Mexico taxpayers as a group than it does upon 
those in the "average" state. 


PER CAPITA REVENUES AND EXPENDITURES 


Such comparisons as are implied above--com- 
parisons of per capitatax and expenditure burdens 
among the states and comparisons of these in 
light of per capita incomes--can bevery useful in 
examining the fiscal operations of state govern- 
ments. But when such comparisons are made, 
two of the conditioning factors mentioned above 
must be kept in mind: (1) because of the varying 
division of fiscal authority, valid comparisons 
between and among states can be made only if 
revenues and expenditures of all levels, state 
and local, are combined; and (2) since revenue 
collections and public expenditures are not made 
equally from, or for, all of the inhabitants of the 
state, the actual distribution of the burden of ex- 
penditures may bear very little relationship to the 
per capita burden and may bear even less rela- 
tionship to per capita income. 


The most recent adequate data making for 
interstate comparisons of all levels of state and 
local governments are for the year 1957, and the 
following comparisons employ these data. (Ex- 
amination of those data available for 1959 indicate 
that the relative situation among the states is 
about the same as in 1957.) 


Expenditures 


During 1957 the level of expenditures by the 
State of New Mexico on a per capitabasis was the 
third highest in the nation. Revenues needed 
to be similarly high to cover expenditures, which 
on a per capita basis were 50 per cent greater 
than the average for all other states. Our rev- 
enues actually were considerably above the aver- 
age, including those in our neighboring states. 
But when we broadenour examination to expendi- 
tures by local governments, New Mexico falls 
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from third place to 14th. The per capita level of 
combined state and local spending in New Mexico 
is less than 10 per cent greater than the national 
average, while we are in a middle position in 
relation to neighboring states. 


Revenues 


The picture on the revenue side is a bit more 
complicated. The per capita figure for the com- 
bined revenues of state and local governments in 
New Mexico ranks fourth from the top and about 
32 percent above the all-state average. However, 
special circumstances mitigate this situation and 
act to reduce the actual burden that each New 
Mexican must bear. The high per capita revenue 
for New Mexico originates in two special cate- 
gories, ''Aid from the Federal Government"' and 
"Current Charges.'' On a per capita basis, in 
only one other state (Wyoming) do state and local 
governments receive more aid from the federal 
government than does New Mexico. Our total in 
this state exceeds the average three times and is 
considerably above the totals of adjacent states. 
Again on a per capita basis we received more 
funds as current charges than does any other 
state, our total being double the average. The 
relatively large volume of income received in 
this category is generated by commercial utili- 
zation of state-owned lands. 


If we examine tax receipts (that type of revenue 
whichrests most directly upon the citizens) of the 
state of New Mexicoand of other states--including 
their subdivisions--rather than total revenues, 
then we obtain a slightly clearer picture of gov- 
ernmental costs. The New Mexican's per capita 
tax bill (state and local) is relatively low. We 
rank 28th among the states in this regard, and 
our tax costs are almost 10 per cent below the 
average. With a few exceptions, our tax costs 
are also below the average for the Rocky Moun- 
tain States. It is significant to note, again, that 
on a per capita basis New Mexicans pay more 
to their state government than do the citizens of 
all but three other states. On the other hand, 
local governments in New Mexico receive less 
tax revenue per capita than do all but seven other 
states. (The Municipal Sales Tax Law, enacted 
in 1959, will add to the taxpayers' burden. ) 

While per capjtatax payments indicate the costs 
of state and local governments, this measure does 
nothing to relate the cost of government to the 
funds--income--that must be available to pay the 
tax bill. One measure of the tax burden is, there- 
fore, the portion of personal income which goes 
into state and local taxes. These taxes in New 
Mexico take a slightly larger share of personal 
income than the average; yet, with only one ex- 
ception, governments in New Mexicoare require- 
ing a smaller share of the available personal 
income than do such governments in any other 
state in our region. 


TABLE I 


STATE GOVERNMENT FINANCES* 
New Mexico and All States, 1946 and 1959 


New Mexico 
(in thousands) 


1946 1959 
Total Receipts $43,201 $244, 480 
Total Revenues 43,201 240, 351 
General Revenues 41, 006 230, 290 
Taxes 27,120 113, 400 
Aid from Other Governments 6,409 74,012 
Charges, Earnings, & Misc. 7,477 42,878 
Insurance Trust Revenues 2,195 10, 061 
Liquor Store Revenues 
Borrowing -- 4,129 
Total Expenditures 37,480 219,601 
General Expenditures 35, 342 209, 136 
Current Operations 18,500 82, 348 
Capital Outlay 4,557 58, 916 
Aid to Other Governments 12,285 67,872 
Insurance Trust Expenditures 375 6, 007 
Liquor Store Expenditures -- -- 
Debt Repayment 1, 763 4,458 


All States Per Cent Change 
(in millions) 1946 - 1959 
1946 1959 New Mexico All States 
$8,653 $31,413 + 466 + 263 
8,576 29, 164 + 456 + 240 
6, 283 24,448 + 462 + 289 
4,937 15, 848 + 318 + 221 
864 6, 252 +1, 055 + 624 
482 2, 348 + 474 + 387 
1,494 3,631 + 358 + 143 
798 1, 085 -- + 36 
77 2,249 +2, 820 
7,297 31, 848 + 486 + 336 
5,245 26, 006 + 492 + 396 
2,785 10, 408 + 345 + 274 
368 7,059 +1, 193 +1, 818 
2,092 8,540 + 452 + 308 
1,158 4,259 +1, 502 + 268 
663 860 -- + 30 
231 723 + 153 + 213 


*Note that the New Mexico figures are in thousands of dollars, while the All-State total is in millions of dollars. 


Sources: Revised Summary of State Government Finances 1942-1950 


Compendium of State Government Finances 1959 


II. Patterns 


Although we realize that true comparisons of 
the activities of state governments cannot be made 
without considering the activities of local govern- 
ments as well as the differing responsibilities of 
each state government, we must, nevertheless, 
recognize state governments as independent units, 
operating with specific functional responsibilities 
which are not likely to be materially changed in 
the immediate future. Each state has evolved a 
system that produces a quality of services more 
or less satisfying to a majority of its population. 
By becoming aware of how our state differs from 
other states, we may gain some insight into our 
own problems, insight which should help us de- 
velop a more efficient system of state finance. 


How, then, does the New Mexico pattern of 
state spending compare with or differ materially 
from patterns elsewhere? To obtain an answer, 
we need to examine the expenditures of state gov- 
ernments from two different standpoints: first, 
according to character or type; second, accord- 
ing to function or program. 


EXPENDITURES ACCORDING TO TYPE 


There are three general kinds of state dis- 
bursements from the standpoint of character or 
type. The largest portion of expenditures is 
"Current Expenses"; "Capital Expenditures" is 
the smallest of the three categories but has been 
the fastest growing; and "Aid to Other Govern- 
ments" is in second place, both in terms of 
growth and share of total expenditures. 


Current Expenses 


Taxpayers are generally more familiar with the 
governmental activities financed and labeled as 
"Current Expenditures" than they are with other 
classes of spending. In particular, we are often 
more aware of deficiencies in this field than in 
any other. During 1959 almost 42 per cent of 
this state's disbursements were '"Current''-- 
salaries, supplies, etc.--compared with 55 per 
cent of total spending 13 years earlier. (The 
national proportion dropped from 66 to 51 per 
cent.) New Mexico has consistently spent a 
smaller share of its total budget for current 
operations than have most other states, yet in 
overall size New Mexico's current-operations 
account grew 350 per cent ($72 million)from 1946 
to 1959 incontrast to the 236-per cent gainacross 
the nation. Despite this great gain, this kind of 


state expenses has not expanded so rapidly as 
have the other two kinds. 


of Expenditures 


Figure 2 


General Patterns of State Expenditures 
NEW MEXICO & ALL STATES, 1959 


Percentage of Total Expenditures 
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Capital Expenditures 


New Mexico's expenditures for capital im- 
provements (buildings, roads, equipment, etc.) 
reached $59 million during 1959--almost 1,200 
per cent morethan went for such purposes during 
1946. At the same time, total capital expendi- 
tures of all states grew 1,800 per cent. More 
than a quarter of our 1959 budget went for capital 
replacements and additions, compared with less 
than an eighth in 1946. On the national level, 
about a fifth of the total 1959 budget of all states 
supported capital outlays, compared witha 20th 
in 1946. In spite of New Mexico's sizeable in- 
crease, expenditures for capital facilities grew 
more slowly here than elsewhere. This rela- 
tively small expansion probably means that we 


— 
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are using the available buildings and other facil- 
ities much more intensively than is generally true 
elsewhere, and it may be that this intensive use 
has led to crowding and to a loss of efficiency. 


In evaluating this state's capital improvements 
program, we must not forget that in the postwar 
period economic activity in New Mexico expanded 
much faster than in the nation as a whole, and 
state government expenditures also expanded 
more rapidly than did those of other states. How- 
ever, capital facilities grew somewhat more 
slowly than elsewhere. 


Heavy demands to provide funds for new build- 
ings were placed upon the State Legislature during 
its 1959 session. Inmany casesthere was gener- 
alagreement that a particular facility was needed, 
but the requests were denied because funds were 
not available. Recognizing the magnitude of the 
problems faced in the area of capital improve- 
ments, the Legislature created the State Planning 
Office and assigned it the responsibility of devel- 
oping and recommending a state capital improve- 
ments plan for the next 10 years. Demands for 
new capital facilities will accelerate during that 
time. The normal growth of an expanding com- 
munity is sure to generate most of this need, but 
a portion of it will come from the backlog of need 
accumulating since 1946. 


Aid to Other Governments 


The State of New Mexico spends almost one 
third of its total budget to assist local govern- 
ments (municipalities, counties, school districts). 


This aid constitutes almost half of all revenues 
of those local units. The average state spends 
about a quarter of its total funds on local govern- 
ments, with such aid constituting only about a 
quarter of local revenues. 


Approximately 90 per cent of such local aid in 
New Mexico goes to school districts. Relatively 
small amounts are supplied municipalities and 
counties for roads, health and hospital programs, 
and public safety. Nationally, state-aid programs 
to local governments have somewhat different 
emphasis: 60 per cent goes to local school dis- 
tricts; the remainder is shared almost equally by 
county and municipal governments--15 per cent 
for highways, 15 per cent for public welfare pro- 
grams, and relatively small proportions for 
health-hospital activities, natural resources, 
public safety, and general administration. Since 
1946, state financial assistance to local govern- 
ments has expanded 450 per cent in New Mexico 
and 308 per cent in the nation. 


EXPENDITURES BY FUNCTIONS 


When state spending is classified according to 
function, a far greater number of categories 
emerges. The major ones have been mentioned 
above: "Education," "Highways,'' and ''Public 
Welfare. '' They require the lion's share of state 
funds both in New Mexico and in the typical state. 
The minor groups are "Health and Hospitals," 
"Natural Resources," ''Public Safety," "General 
Control," "Interest Payments," and "Insurance 
Trusts" and represent a smaller share of total 
state expenditures in New Mexico than they do in 
the average state. 


TABLE Il 


EXPENDITURES OF THE STATE GOVERNMENT 
New Mexico, 1946 and 1959 


(in thousands) 
1946 1959 
Current Capital Aid to Local Current Capital Aid to Local 
Total Operations Outlay Governments Total Operations Outlay Governments 
Total Expenditures $37,480 $20, 638* $4,557 $12, 285 $219,601 $92, 813* $58,916 $67, 872 
Education 15,489 3,931 300 11, 258 88,650 23, 090 5,721 59, 839 
Highways 7,605 3,493 3, 834 278 66, 246 9,624 51,577 5, 045 
Public Welfare 4,640 4,552 88 -- 20,614 20, 292 322 -- 
Health & Hospital 1,601 1,550 51 -- 8,485 7,470 528 487 
Natural Resources 1,590 1,426 164 -- 6,748 6,325 423 -- 
General Control 1,657 1,634 23 -- 7,386 7,258 128 -- 
Public Safety 880 788 92 -- 4,296 4,111 134 51 
Interest 685 685 -- -- 1,261 1,261 -- -- 
Insurance Trusts 375 375 -- -- 6,007 6,007 -- -- 
Miscellaneous 1,195 441 5 749 5,450 2,917 83 2,450 
Debt Redemption 1,763 1, 763 -- -- 4,458 4,458 -- -- 


*The difference between these figures and that shown in Table I is due to the inclusion here of insurance trusts and debt redemption in the 


current operations column. 
Sources: Revised Summary of State Government Finances 1942-1950 
Compendium of State Government Finances 1959 


Education 


The principal function of our state government 
as measured by expenditures is support of its ed- 
ucational system. Certainly, much of the mush- 
rooming of state spending since 1946 has resulted 
from ballooning school programs. The cost of 
public education, including aid to schooldistricts, 
has traditionally taken the largest share of all 
state budgets--40 per cent in New Mexico and 25 
per cent nationally. Forty per cent (the largest 
portion) of the increase in New Mexico's budget 
during the 13 postwar years went to education; 
nationally, 27 per cent (the second largest por- 
tion) of the increase in total state spending was 
similarly applied. 


The major share of state educational funds both 
here and in the nation as a whole went to local 
school districts, which are directly responsible 
for operating public school systems. Some of the 
funds received bythese districts were undoubtedly 
used to finance capital improvements. However, 
in view of New Mexico's greater-than-average 
population growth (with the proportion of school- 
age children exceeding the national average), it 
is significant that the increase in state spending 
for educational capital facilities (new school 
buildings) was 1,800 per cent in this state, but 
a much more impressive 2,400 per cent for the 
nation as a whole. 


Most construction of new school buildings--for 
colleges, universities, and grade schools--here 
and elsewhere is financed by the sale of bonds. 
The total volume of bonded indebtedness that has 
been assumed for educational purposes is not 
apparent in examination of fiscal affairs at the 
state level. Virtually all bonds sold for public 
school purposes are issued as an obligation of a 
particular local school district, not of a state 
government. State credit is generally pledged to 
finance construction at state universities and col- 
leges. An examination of the state's financial 
obligations shows only those for which the state 
itself is responsible. However, in both cases 
the same taxpayers must repay the borrowed 
funds, and to many taxpayers it is not particu- 
larly important which level of government has 
incurred the indebtedness. 


Three factors seem to have contributed sig- 
nificantly to the increasing costs of financing 
America's schools. First, there is the great 
"tidal wave'' of students, both in public schools 
andin colleges and universities. Second, there is 
the greatly increased cost of educational items-- 
salaries, books, buildings, etc. Third, there 


TABLE I 
PATTERN OF STATE EXPENDITURES 


New Mexico and All States; 1959 
(dollars in thousands) 


New Mexico 


nditures 
Expenditures New Mexico All States 

Total General Expenditures* $209, 136 100.0 100.0 
Education 88,650 42.4 31.0 
Higher Education 24,403 11.7 10.1 
Other Education 64,247 30.7 20.9 
Highways 66,246 31.7 29.3 
Regular Highways 61,201 29.3 22.9 
Toll “ 0.0 1.8 
Intergovernmental 5,045 2.4 4.6 
Public Welfare 20,614 9.8 12.4 
Assistance & Institutions 17,427 8.3 11.2 

A ation & M LL 3, 187 1.5 1.2 
Health & Hospitals 8,485 4.0 8.9 
State Hospitals & Institutions 3,979 1.9 6.1 
Other Hospitals 1,629 0.7 1.2 
Public Health & Miscellaneous 2,877 1.4 1.6 
Public Safety 4, 296 2.1 2.8 
Police 1,644 0.8 0.9 
Corrections 2,307 1.1 1.6 
Defense 345 0.2 0.3 
Natural Resources 6,748 3.2 3.8 
Agriculture 3,029 1.4 1.6 
Fish & Game > 1,582 0.8 0.5 
Forestry & Parks 323 0.2 0.7 
Soil & Water Resources 1,099 0.5 0.2 
Miscellaneous 715 0.3 0.8 
Housing & Community Development tad 0.0 0.1 
Employ Security A 1,607 0.8 1,2 
General Control 5,779 2.8 2.4 
Judicial 788 0.4 0.4 
Legislative 391 0.2 0.2 
Executive 4,600 2.2 1.8 
Nonhighway Transportation -- 0.0 0.5 
Miscellaneous & Unallocated 6,711 3.2 7.6 


*Does not include insurance trusts, liquor stores, or debt repayment expenditures. 
Source: Compendium of State Government Finance 1959 


are the additional expenses incurred as school 
systems have struggled to improve the quality of 
their programs. 


Highways 


Spending for new roads and highways has been 
the area of the most spectacular growth for most 
states since the end of the last war. After edu- 
cation, highways take the largest share of funds 
in New Mexico and in all other states. This 
state's rate of expenditures for new roads in- 
creased 770 per cent from 1946 to 1959; nation- 
ally, the total state increase was 700 per cent. 


Adding to the significance of mushrooming 
highway expenditures is the fact that road funds 
are almost the only expenditure category taking 
a larger proportion of the total New Mexico budget 
during 1959 than during 1946--30 per cent, in 
contrast with 20 per cent 13 years earlier. The 
national percentages were 13 per cent of total 
state budgets in 1946 and 24 per cent in 1959. It 
should be remembered that much of this highway 
money has actually been provided by the federal 
government. (Sixty per cent of New Mexico's 
came from Washington.) State budgets would not 
presently benefit from a reduction in highway 
construction. Also, if roads and highways were 
not built to federal specifications, the funds would 
neither be forthcoming from Washington nor 
available to a state for other purposes. 


Distribution of 

q 


Expenditures for actual construction take the 
bulk of a state's capital funds and the major share 
of the highway budget in every state. Seventy- 
eight per cent of New Mexico's road funds and 88 
per cent of the State's capital budget are so spent; 
both proportions are somewhat higher than the 
corresponding percentages for all states com- 
bined. It should be pointed out that the placing 
of responsibility for building county roads and 
the exact nature of financial support given to 
municipalities for highway construction are among 
the factors that must be considered when one is 
evaluating the adequacy of the highway program 
of any particular state. 


The great expansion in highway budgets has 
been caused by numerous things, most of them 
obvious. The primary cause, ofcourse, has been 
the need for "better roads" to handle greatly 
increased travel. The phrase "better roads" 
implies a host of technical terms, which can be 
summarized as "safer and more substantial." 
State expenditures for highways are sure to con- 


tinue to rise. Although federal funds are availa- 
ble for the construction of certain types of roads, 
maintenance costs must be borne solely by the 
states, and such costs will grow as roads become 
older. Moreover, continuing demands for ''better 
roads" will add to overall costs. 


Expenditures for educational and highway pur- 
poses take almost three quarters of the New 
Mexico budget and almost the same proportion of 
the new revenues received bythe State since 1946. 
The national situation is much the same, although 
education and highway funds account for a smaller 
share of total state spending and have been less 
responsible for overall increases. If it were not 
for the great needs in these particular fields, the 
problems of financing our state programs would 
be much simpler. 


Public Welfare 
New Mexico upped its public welfare expendi- 
tures by "'only'' 344 per cent from 1946 to 1959, 


Figure 3 
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and the average state increased its welfare out- 
lay only'' 205 per cent. These were among the 
smaller increases in major state accounts. Such 
relatively limited growth suggests, and correctly, 
that since the end of the war welfare budgets 
have declined as a share of the total state budget 
both in New Mexico and in the nation. During 
1959 New Mexico applied about 9 per cent of its 
income to welfare, compared with a national per- 
centage of 10. These proportions were down 
from the ones in 1946, when 12 per cent of New 
Mexico's funds and 14 percent of the funds of the 
typical state went into welfare programs. 


Virtually all New Mexico's welfare payments 
are in the current-operations account, for this 
is the manner in which welfare assistance and 
subsidy payments are recorded. No state funds 
are made available to other levels of government 
for welfare purposes in New Mexico. The same 
is true in 19 other states. In about 30 states, 
welfare funds are funneled through the lower 
levels of government; but in only 13 states is 
more than 85 per cent of state welfare payments 


transferred to the local governments, which in 
turn distribute the funds to the ultimate recipi- 
ents. Capital expenditures for welfare purposes 
in New Mexico have gained relatively little during 
the 13-year, postwar period. In 1959 they were 
up "only" 266 per cent over 1946, while the gain 
for all states was 1, 800 per cent. 


Health and Hospitals 

Expenditures by this state for health and hospi- 
tal programs increased 430 per centfrom 1946 to 
1959, just slightly faster than the 420-per cent 
increase in this category made by the average 
state government. Although these two rates of 
growth were not far apart, the changing positions 
of health and welfare funds in the overall budget 
pattern of New Mexico and inthe typical budget 
pattern are significantly different. At the begin- 
ning of the period the health-hospital category 
accounted for 4.3 per cent of the total New Mex- 
ico budget; by the end of the period it accounted 
for only 3.8 per cent. But spending for health 
programs and hospitals by all state governments 
took 6.2 per cent of their total budget in 1946 and 
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Expenditures for actual construction take the 
bulk of a state's capital funds and the major share 
of the highway budget in every state. Seventy- 
eight per cent of New Mexico's road funds and 88 
per cent of the State's capital budget are sospent; 
both proportions are somewhat higher than the 
corresponding percentages for all states com- 
bined. It should be pointed out that the placing 
of responsibility for building county roads and 
the exact nature of financial support given to 
municipalities for highway construction are among 
the factors that must be considered when one is 
evaluating the adequacy of the highway program 
of any particular state. 


The great expansion in highway budgets has 
been caused by numerous things, most of them 
obvious. The primary cause, ofcourse, has been 
the need for "better roads" to handle greatly 
increased travel. The phrase "better roads" 
implies a host of technical terms, which can be 
summarized as "safer and more substantial." 
State expenditures for highways are sure to con- 


tinue to rise. Although federal funds are availa- 
ble for the construction of certain types of roads, 
maintenance costs must be borne solely by the 
states, and such costs will grow as roads become 


older. Moreover, continuing demands for "'better 
roads"' will add to overall costs. 


Expenditures for educational and highway pur- 
poses take almost three quarters of the New 
Mexico budget and almost the same proportion of 
the new revenues received bythe State since 1946. 
The national situation is much the same, although 
education and highway funds account for asmaller 
share of total state spending and have been less 
responsible for overall increases. If it were not 
for the great needs in these particular fields, the 
problems of financing our state programs would 
be much simpler. 


Public Welfare 
New Mexico upped its public welfare expendi- 
tures by "only" 344 per cent from 1946 to 1959, 
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and the average state increased its welfare out- 
lay "'only'' 205 per cent. These were among the 
smaller increases in major state accounts. Such 
relatively limited growth suggests, and correctly, 
that since the end of the war welfare budgets 
have declined as a share of the total state budget 
both in New Mexico and in the nation. During 
1959 New Mexico applied about 9 per cent of its 
income to welfare, compared with a national per- 
centage of 10. These proportions were down 
from the ones in 1946, when 12 per cent of New 
Mexico's funds and 14 percent of the funds of the 
typical state went into welfare programs. 


Virtually all New Mexico's welfare payments 
are in the current-operations account, for this 
is the manner in which welfare assistance and 
subsidy payments are recorded. No state funds 
are made available to other levels of government 
for welfare purposes in New Mexico. The same 
is true in 19 other states. In about 30 states, 
welfare funds are funneled through the lower 
levels of government; but in only 13 states is 
more than 85 per cent of state welfare payments 


transferred to the local governments, which in 
turn distribute the funds to the ultimate recipi- 
ents. Capital expenditures for welfare purposes 
in New Mexico have gained relatively little during 
the 13-year, postwar period. In 1959 they were 
up "only" 266 per cent over 1946, while the gain 
for all states was 1, 800 per cent. 


Health and Hospitals 

Expenditures by this state for health and hospi- 
tal programs increased 430 per centfrom 1946 to 
1959, just slightly faster than the 420-per cent 
increase in this category made by the average 
state government. Although these two rates of 
growth were not far apart, the changing positions 
of health and welfare funds in the overall budget 
pattern of New Mexico and in the typical budget 
pattern are significantly different. At the begin- 
ning of the period the health-hospital category 
accounted for 4.3 per cent of the total New Mex- 
ico budget; by the end of the period it accounted 
for only 3.8 per cent. But spending for health 
programs and hospitals by all state governments 
took 6.2 per cent of their total budget in 1946 and 
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7.3 per cent by 1959. Current expenses con- 
sumed 88 percent of New Mexico's health-hospi- 
tal funds. The annual rate of capital expenditures 
in this category had a period increase of 935 per 
cent, considerably less than the 1, 300-per cent, 
13-year increase in health-hospital capital ex- 
penditures by all states considered together. 


Natural Resources 


New Mexico's natural resources budget (for 
agricultural experiment stations, extension ser- 
vices, fish and wildlife management, forestry, 
and soil and water conservation) quadrupled from 
1946 to 1959--a slightly smaller gain than that of 
similar expenditures by all state governments. 
Despite such growth, funds in our natural re- 
sources account constituted only 3.1 per cent of 
the total budget, as was true in the average state 
budget. The New Mexico figures represented a 
slight decline from 4.3 per cent in 1946, but the 
national figure represented a slight increase from 
2.8. New Mexico's proportion of total expendi- 
tures within this particular account is slightly 
larger than the average proportion spent by the 
fish and game and soil and water subdivisions; 
but is below the national figure for agriculture 
and parks andforests. Approximately 18 per cent 
of New Mexico's natural resources expenditures 
is covered by receipts from the federal govern- 
ment. On a national average, Washington pro- 
vided only about 12 per cent of such expenditures. 


Public Safety 


Since the war this state has increased its public 
safety spending (for law enforcement, traffic 
control, prisons, and civil defense) by 388 per 


cent, a rate slightly larger than the 351-per cent 
national increase for all state governments. Al- 
though the average state has supported its public 
safety program with about 2.2 per centof its total 
budget, New Mexico's support fell from 2.3 per 


cent at the beginning of the period to 1.9 at its 
end. 


General Control 


Our state's general control expenditures, that 
category which includes funds for the executive, 
the legislative, and the judicial branches of gov- 
ernment, expanded almost 250 per cent during the 
period, growth that has been much more impres- 
sive than the 146-per cent gain indicated by the 
combined total for all states. General control 
expenditures declined as a share of the total 
budget in all states, including New Mexico. How- 
ever, this category of expenditures requires a 
slightly larger portion of the entire budget in this 
state than is required for similar expenditures in 
the average state. 


Interest Payments 


The interest payments on New Mexico's bonded 
debt have grown only 84 per cent since 1946--the 
smallest growth among allcategories and far, far 
below the 439-per cent average increase among 
all states. Interest costs have declined as a 
portion of New Mexico's total budget during the 
same period: only 0.6 percent of the total budget 
went as interest during 1959. The trend nationally 
has been inthe opposite direction: during 1959, 
1.5 per cent of total state spending went as inter- 
est costs. 


TABLE IV 


CHANGES IN STATE GOVERNMENT EXPENDITURES 
New Mexico, 1946 and 1959 
(dollars in thousands) 


Amount of Increase Per Cent Change __ Proportion of Total Increase 
Current Capital Aid to Local Current Capital Aid to Local Current Capital Aid to Local 
Total Operations Outlay Governments Total Operations Outlay Governments Total Operations Outlay Governments 
TOTAL $182, 121 $72,175 $54, 359 $55, 587 486 350° 1, 193 452 100.0 100.0 100.0 100.0 
Education 73, 161 19, 159 5,421 48, 581 472 487 1,807 432 40.2 26.5 10.0 87.4 
Highways 58, 641 6,131 47,743 4, 767 771 276 1,245 1,715 32.2 8.5 87.8 8.6 
Public Welfare 15, 974 15, 740 234 -- 344 346 266 -- 8.8 21.8 0.4 -- 
Health & Hospitals 6, 884 5,920 477 487 430 382 935 -- 3.8 8.2 0.9 0.9 
Natural Resources 5, 158 4,899 259 -- 324 344 158 =e 2.8 6.8 0.5 ad 
General Control 4,122 4,017 105 - 249 246 456 == 2.3 5.6 0.2 -- 
Public Safety 3,416 3, 323 42 51 388 422 46 = 1.9 4.6 0.1 0.1 
Interest 576 576 oo = 84 84 oo =e 0.3 0.8 oo -- 
Insurance Trusts 5, 632 5, 632 = 1,502 502 3.1 7.8 =< 
Miscellaneous 5, 862 4, 083 78 1,701 490 926 1,560 227 3.2 5.6 0.1 3.0 
Debt Redemption 2, 695. 2,695 -- -- 153 153 = -- 1.4 3.8 -- -- 


*The difference between this current operations figure and that in Table I is due to the inclusion here of insurance trusts and debt redemption. 


Sources: Revised Summary of State Government Finances 1942-1950 
Compendium of State Government Finances 1959 
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TABLE V 


CHANGES IN STATE GOVERNMENT EXPENDITURES 
All States, 1946 and 1959 
(dollars in millions) 


Per Cent Increase 


Proportion of Total Increase 
Current Capital Aid to Local Current Capital Aid to Local 
Total Operations Outlay Governments Total Operations Outlay Governments 
TOTAL 336.5 235.9* 1,818.2 308. 2 100.0 100.0 100.0 100.0 
Education 447.2 398.6 2,397.0 404.5 26.7 16.9 11.8 59.7 
Highways 700.5 198.6 1,915.4 256.0 27.2 6.0 76.4 13.5 
Public Welfare 204.6 191.7 1,800.0 219.3 8.8 11.3 0.5 12.9 
Health & Hospitals 420.6 341.4 1,317.6 823.1 7.7 11.7 3.4 5.0 
Natural Resources 375.6 383.2 tad -- 3.2 6.8 -0.1 0.2 
General Control 146.3 155.8 --° 12.5 1.5 3.3 -0.1 0.0 
Public Safety 350.6 334.5 987.5 44.4 2.3 4.3 1.2 0.1 
Interest 439.3 439.3 -- -- 1.5 3.2 -- -- 
Insurance Trusts 267.8 267.8 -- -- 12.6 27.2 -- -- 
Miscellaneous 226.1 171.2 1,582.8 150.7 5.6 3.2 6.9 8.6 
Debt Redemption 213.0 213.0 -- -- 2.0 4.3 -- -- 
Liquor Stores 29.7 29.7 -- -- 0.9 1.8 -- -- 


*The difference between this current operations figure and that in Table I is due to the inclusion here of insurance trusts, debt redemption, 


and liquor stores in the current operations column. 


Compendium of State Government Finances 1959 


Insurance Trusts 

Expenditures from insurance trust accounts in 
New Mexico may be of two differenttypes: unem- 
ployment compensation and employee retirement. 
Although not so in New Mexico, about 29 other 
states administer their own workmen's compen- 
sation programs, spending over $10,000 per 
year. The major portion--about 75 per cent--of 
the expenditures from the trust accounts, here 
and also in our mythical "average" state, go as 
unemployment compensation. 


III. Patterns 


Once we have determined how state funds are 
being spent, we are confronted with the question 
as to where the money comes from. In many 
ways this area is the crucial one in any exami- 
nation of the fiscal affairs of government, for 
expenditures are obviously limited by the volume 
of funds available. In addition to knowing which 
revenues New Mexico uses, the taxpayer should 
be familiar with certain characteristics of our 
revenue structure. He needs to know which reve- 
nue sources have shown the greatest increases 
and which are likely to show the greatest in the 
future, which sources can be made more lucra- 
tive than at present, and what new areas can be 
tapped to produce new income. Additionally, he 
should be able to determine the fairness of the 
system, in terms of the burden placed upon the 
various economic groups and the encouragement 
given to business expansion. This article at- 
tempts to explore only a few of these points. 
Others we hope to cover in succeeding articles. 
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The state government in New Mexico adminis- 
tersthree different employee retirement systems: 
a judicial, a state and local (noneducational), and 
an educational retirement system. The employee- 
retirement portion of the trust account expanded 
685 percent from 1946 to 1959. During the latter 
year the primary expenditures consisted of re- 
imbursement of contributed funds to individuals 
leaving the system. Only about 30 per cent of 
payments under the State's retirement plans went 
as benefits to retired employees. 


of Revenues 


When one thinks of state revenues, he usually 
thinks only of receipts from taxes. Although 
state governments do rely upon taxes for a major 
portion of income, their total revenues are aug- 
mented by funds from a wide variety of other 
sources. These other sources are principally 
(1) aid from other governments, primarily the 
federal government, but including a state's own 
local units, and (2) a wide variety of income- 
producing activities of state governments--from 
sports-events admission fees at the state univer- 
sity to royalties received on oil pumped from 
state-owned land. 


TAXES 


Many individual taxes make up a state's tax 
structure, although only a relatively few account 
for the bulk of tax receipts. The general sales 
tax is the biggest producer of tax revenue for 
many state governments. Motor fuel levies and 


Sources: Revised Summary of State Government Finances 1942-1950 a 


individual and corporate income taxes are also 
major sources of state revenue. A few license 
taxes and a few excises, plus property, sever- 
ance, and death-gift taxes, round out the basic 
sources of tax revenue in many states. 


Although tax revenues have traditionally ac- 
counted for the bulk of governmental receipts, 
the increases in state taxes from 1946 to 1959 
have everywhere been smaller than the increase 
in the other categories. During this period New 
Mexico's tax receipts grew 318 per cent, while 
receipts from other governments rose over 1,000 
per cent and the charges-miscellaneous funds 
expanded 473 per cent. The situation in all other 
states was similar, though the magnitude of the 
increases was generally smalier than in New 
Mexico. The result of the relatively slow growth 
of tax receipts has been that such revenues have 
become a less important source of income than 
they once were. Immediately after World War 
II, tax receipts provided almost two thirds of New 
Mexico's total receipts; by 1959 they were con- 
tributing slightly less than half. During 1959 the 
average state received a slightly larger share of 
its totalreceipts from taxes than did New Mexico. 


General Sales Tax 


New Mexico is one of 33 states that collect a 
sales tax at the state level; in two additional 
states this tax is collected only by municipali- 
ties. This particular levy has grown in popu- 
larity in recent years. Since 1946, 10 states 
have incorporated it into their tax structure; and 
many states find it a more important source of 
revenue than does New Mexico. During 1959 our 
state received 18 per cent of its total funds from 
this source--a share 5 per cent smaller than 
during 1946. Among those states levying it, the 
sales tax averaged 22 per cent of 1959 revenues. 
However, the State of Washington collected 39 
per cent of its revenues from that source--the 
highest proportion in the country. It is interest- 
ing to note that of the four states (Illinois, Indi- 
ana, Washington, and West Virginia) obtaining 
more than 30 per cent of their general revenue 
from this tax, not one of the four had an income 
tax during 1959. 


State comparisons of revenues generated by a 
sales tax may be misleading ifthe characteristics 
of the tax are not fully considered. The rate of 
such taxation is, of course, one of the most sig- 
nificant determinants of the volume of resulting 
revenue. Among the states the rate varies from 
1 per cent to 4 per cent. In certain jurisdictions 
other units of government, particularly munici- 
palities, may levy a sales tax on top of the state 
tax, so that the taxpayer may be paying atthe rate 
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Figure 5 


State Tax Receipts 
NEW MEXICO, 1959 


of 4 per cent or more. The types of sales to 
which this tax applies also greatly influence 
resulting revenue. In some states this levy does 
not apply to sales of food, drug items, or medical 
care. In New Mexico the sales tax is commonly 
known as the school tax and is the principal 
source of funds for our public school system. 
The point has often been made that the quality of 
our educational program is closely tied to the 
volume of funds raised by the sales tax. We have 
been fortunate that income from this source has 
grown in relation to need, but there is no reason 
to think that we can push our luck forever. Close 
examinationof our educational financial structure 
may reveal that the quality of education offered 
by New Mexico is more strongly affected by the 
volume of retail sales and the ups and downs of 
our business cycle than by planned steps towards 
established goals. 


Excise Taxes 


A difference between New Mexico's revenue 
structure and the average state revenue pattern 
becomes immediately apparent from an exami- 
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nation of the different emphasis placed upon the 
wide variety of sales and gross receipts taxes 
(excises: a tax upon a specific commodity). This 
group, made up of more than a half dozen indi- 
vidual excises, accounted for almost 23 per cent 
of total revenues for all states during 1959; but 
New Mexico uses these same sources of income 
to obtain only 14 per cent of its total revenues. 


The largest item within the broad group is that 
from the motor fuel tax, which on the average 
accounts for 12.5 percent of total state income-- 
about 2.5 per cent more than this same source 
represents in New Mexico. Tobacco taxes are 
the second most lucrative within the group. 


Receipts from liquor taxes (not liquor licenses) 
have shown the smallest postwar gain of all rev- 
enues. In New Mexico the increase for the period 
was 38 per cent; combined liquor receipts of all 
states increased 49 per cent. The relatively 
slow growth of liquor tax receipts reflects, to 
some extent, a basic characteristic of this source 
of revenue. Universally, the tax is applied upon 
a particular volume--pint, fifth, quart--of liquor. 
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When the tax levy works in'this fashion, it bears 
no relation to the price of the item. Although 
prices of alcoholic beverages have increased 
since 1946, the increased revenue from the bev- 
erage tax is not related at all to this price rise. 
Increased receipts reflect primarily increases in 
the volume of alcoholic beverages sold. If this 
tax is imposed for revenue-raising purposes, a 
change in the method of levying might be desira- 
ble. Possibly, the tax should apply to the dollar 
value of the commodity sold, rather than to the 
volume of consumption. On the other hand, if 
the tax is imposed as a method of social control, 
levying it on the volume bought perhaps is more 
satisfactory provided the rate is high enough. 


Tax levies upon public utilities, amusement 
places, and pari-mutuel transactions comprise 
other sources of revenue within the broad gross 
receipts group. 


License Taxes 


The large variety of state license taxes imposed 
upon individuals and businesses operating within 
state boundaries produced almost 7 per cent of all 
revenues collected in New Mexico during 1959 
and 9.5 of those collected by the average state. 
Although they produced considerably increased 
receipts by the end of the period, license taxes 
have become less important than they once were. 
Income from motor-vehicle license taxes com- 
prised the largest share of revenue credited to 
this group. Of relatively minor importance in 
the State's total revenue picture are receipts 
from driver license fees, hunting and fishing 
licenses, occupational licenses, and a wide vari- 
ety of special-purpose licenses and permits. 


License fees are imposed for two basic rea- 
sons: first, as in the case of motor-vehicle and 
hunting and fishing licenses, there is an attempt 
to haveusers of particular services and facilities 
pay for the maintenance of such services and 
facilities; second, as with liquor and drivers' 
licenses, there is an attempt to regulate certain 
activities. The assessment of maintenance costs 
to particular classes of taxpayers has always 
aroused controversy. (A typical example is the 
division of highway costs between autos and 
trucks.) Although income will be produced from 
regulatory licenses, these fees should not be 
used primarily as arevenue-raising device. High 
license fees may regulate certain types of activi- 
ties out of existence, when this is not the aim. 


Income Taxes 


During 1959 the income tax was used as a 
source of revenue by 37 states (including Alaska). 
In 31 states the tax is applied to both individuals 
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TABLE VI 


SOURCES OF AND CHANGES IN STATE REVENUES 
New Mexico and All States, 1946 and 1959 
(dollars in thousands) 


New Mexico 


1946 1959 

TOTAL RECEIPTS $43, 201 $244, 480 
Total Revenues 43,201 240, 351 
General Revenues 41, 006 230, 290 
Total Taxes 27,120 113,400 
Sales & Gross Receipts 18, 659 74, 560 
General Sales 9,560 42,212 
Motor Fuel 5,980 23, 342 
Alcoholic Beverage 1, 342 1,851 
Tobacco 977 4,267 
Insurance 294 1, 900 
Other 506 988 
Licenses 3, 340 15, 626 
Motor Vehicle 2, 393 11,635 
Occupation & Business 254 1,192 
Hunting & Fishing 339 1,209 
Other 354 1,590 
Income 1,214 6,755 
Property 2,541 7,097 
Death & Gift 471 438 
Severance 865 8,905 
Other 30 19 
Aid from Other Governments 6,409 74,012 
Federal 6,207 72,661 
Local 202 1,351 
Charges, Earnings, & Miscellaneous 7,477 42,878 
Charges for Services na 11,175 
Earnings on Property & Investments 5,243 30, 016 
Rents & Royalties na 25, 268 
Interest na 4,748 
Other na 1,687 
Insurance Trust Revenues 2,195 10, 061 
Unemployment Compensation 2,185 6, 748 
Retirement 10 3,313 

Other -- -- 

Liquor Store Revenues -- -- 
Borrowing 0 4,129 


Per Cent e Proportion of Total Increase 
Change New Mexico All States New Mexico All States 

$201, 279 + 466 + 263 100.0 100.0 
197, 150 + 456 + 240 98.0 90.5 
189, 284 + 462 + 289 94.1 79.8 
86, 280 + 318 + 221 42.9 47.9 
55,901 + 300 + 231 27.8 28.5 
32,652 + 342 + $11 16.2 12.3 
17, 362 + 290 + 245 8.6 9.5 
509 + 38 + 49 0.3 0.9 
3,290 + 337 + 241 1.6 2.1 
1,606 + 546 + 277 0.8 1.8 
482 + 95 + 160 0.3 1.9 
12, 286 + 368 + 196 6.1 6.7 
9,242 + 386 + 217 4.6 4.1 
938 + 369 + 194 0.5 0.7 
870 + 357 + 227 0.4 0.3 
1,236 + 349 + 206 0.6 1.6 
5, 541 + 456 + 233 2.7 8.5 
4,556 + 179 + 127. 2.3 1.4 
-33 - 2 + 146 0.0 0.9 
8, 040 + 930 + 338 4.0 1.3 
-11 - 87 + 312 0.0 0.6 
67,603 +1, 055 + 624 33.6 23.7 
66,454 +1,071 + 634 33.0 22.4 
1,149 + 569 + 487 0.6 a.3 
35,401 + 474 + 387 17.6 8.2 
24, 782 + 474 + 387 12.3 1.9 
7, 866 + 358 + 143 3.9 9.4 
4,563 + 209 + 67 2.3 5.2 
3, 303 (1) + 613 1.6 2.9 
-- + 209 -- 
-- -- + & -- 1.3 
4,129 -- +2, 820 2.1 9.5 


na - not available 


(1) Percentage change is not applicable here, since current retirement programs are not comparable with those of 1946. 


Sources: Revised Summary of State Government Fi 


1942-1950 


Compendium of State Government Finances 1959 


and corporations; in five additional states it is 
levied only at the corporate level; in one state it 
is levied only at the individual level. Total state 
income tax receipts grew 233 per cent during the 
13-year period being examined, while the New 
Mexico increase was 456 per cent. In Delaware 
and Rhode Island such revenue rose more than 
1,000 per cent. Changes in the tax base or its 
rates are primarily responsible for such growth. 


The income tax has never been a significant 
producer of revenue in New Mexico, and even its 
traditionally minor role has declined somewhat 
since 1946. Immediately after the war the income 
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tax contributed 3 per cent of the State's total rev- 
enue; by 1959 the contribution had dropped to 2.9 
per cent. In those 37 states using an income tax, 
16 per cent of the general revenues come from 
this source. Those five states (Delaware, Mas- 
sachusetts, New York, Oregon, Virginia, and 
Wisconsin) that receive more than a quarter of 
their total general revenues from an income tax 
levy no general sales tax. 


Many students of taxation have long advanced 
the theory that the income tax is the fairest form 
of taxation in that when imposed with a progres- 
sive rate structure it produces a liability in re- 


lation to an individual's ability to pay. Taxing 
in relation to ability to pay has become a guiding 
concept in the taxation field; and the income tax 
is capable of producing significant revenues with 
a minimum of administrative problems. The 
relatively minor contribution of this tax to New 
Mexico's total budget should identify this levy as 
a prime area for investigation, when our Legis- 
lature examines alternative sources of additional 
revenues. 


Property Tax 


Inevery statea property owner pays a property 
tax, but in only 45 states does a portion of such 
payments end upin the state treasury. The prop- 
erty tax is a minor source of income for state 
governments, but has beenan important source of 
revenue for local governments. The property tax 
contributed 3.1 per cent to New Mexico's total 
revenues during 1959, just slightly more than the 
2.3 per cent of total revenue that this source 
represents for all states together. Nationally, 
the property tax accounts for about half the total 
income received by all local governments. How- 
ever, in New Mexico it provides only a quarter of 
their income. 


The State of New Mexico receives a larger 
share of the property taxes than does any other 
state government: we get 22 per cent of the entire 
payment; the average state acquires only 3.8 per 
cent. 


There has been much public discussion ex- 
ploring the possibility of the states' relinquishing 
their share of the property tax to other govern- 
mental units. Many things recommend such a 
move. Although the tax represents only a small 
portion of state income, local governments would 
find such income a big boost to their treasuries. 
Also, such a move would contribute toward more 
effective administration of the tax, particularly 
the equalization of property assessments. 


Severance Tax 


The severance tax is the third largest source 
of revenue for the State of New Mexico and is the 
tax that has shown the greatest growthsince 1946. 
Immediately after the war it accounted for only 2 
per cent of our total income; by 1959 its share 
had almost doubled and its size had increased 930 
per cent. A severance tax is levied in only 28 
states, five of which realize less than $100,000 
from this source. Only five other states in the 
country received more income from the sever- 
ance tax than did New Mexico. 
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The ability of a state government to raise 
significant amounts of revenue from a severance 
tax depends entirely upon the availability and the 
commercial development of natural resources. 
The availability of such resources, in a particu- 
lar state, is completely fortuitous. The ability 
to institute a severance tax and make ita sig- 
nificant part of a revenue system does not rest 
simply upon the discretion of state legislatures in 
the same way as does the imposing of an income 
tax. There are two characteristics of a sever- 
ance tax that must be considered before it is 
made part of the revenue structure: the specific 
rates of the tax should not be so high as to dis- 
courage the development of specific resources; 
on the other hand, the rate of taxation should be 
large enough to insure fair returns for the irre- 
placeable resources removed from the ground. 


INTERGOVERNMENTAL REVENUES 


Revenues received by state governments from 
the federal government, and to a small extent 
from local governments, constitute another im- 
portant share of total state income, one that has 
grown inimportance during the postwar period. 
During 1959 almost a third of New Mexico's total 
revenues came from other governments, while 
the average state received a quarter of its income 
from similar sources. Local governments con- 
tribute a very small fraction of the total--0.6 
per cent in New Mexico and 1.5 for the average 
state. The share of revenues going to the average 
state and to this state from the federal govern- 
ment almost doubled during the 13 years under 
discussion, with 11 states outranking New Mexico 
in this regard. Wyoming heads the list, receiv- 
ing 45 per cent of its revenues from Washington. 
Roads, welfare, and education have always been 
the prime recipients of federal aid to all states 
considered together, although there has been 
some shifting of importance among the three. 


Currently, because of the extensive federal 
ownership of land within the State, slightly over 
half New Mexico's federal assistance is in high- 
way funds. The largest share of all federal 
grants to all states is also for highway work, but 
the share is a somewhat smaller 42 per cent. 


For many years welfare programs were the 
major recipients of Washington's state aid. But 
the situation changed during 1959, and welfare 
assistance fell into second place, not because of 
any decline in federal spending for welfare pur- 
poses, but because of greatly stepped-up spending 
for the huge interstate highway program. From 
1958 to 1959 alone, such federal aid almost 
doubled, while welfare assistance increased only 
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TABLE VII 


PERCENTAGE DISTRIBUTION OF STATE REVENUES BY SOURCE 
New Mexico and All States, 1946 and 1959 


New Mexico All States* 
1946 1959 1946 1959 
Total General Revenues** 100.0 100.0 100.0 100.0 
Total Taxes 66.1 49.3 78.6 64.8 
Sales & Gross Receipts 45.5 32.4 44.6 38.0 
General Sales 23.3 18.3 14.3 15.1 
Motor Fuel 14.6 10.2 14.1 12.5 
Alcoholic Beverage 3.3 0.8 6.4 2.5 
Tabacco 2.4 1.9 3.2 2.8 
Insurance 0.7 0.8 2.3 2.2 
Other i2 0.4 4.3 2.9 
Licenses 8.1 6.8 12.5 9.5 
Motor Vehicle 5.8 5.1 7.0 5.7 
Occupation 0.6 0.5 1.3 1.0 
Hunting & Fishing 0.8 0.5 0.5 0.4 
Other 0.9 0.7 3.7 2.4 
Income 3.0 2.9 13.2 11.3 
Property 6.2 3.1 4.0 2.3 
Death & Gift oe | 0.2 2.2 1.4 
Severance 2.1 3.9 1.4 1.6 
Other 0.1 -- 0.7 0.7 
Aid from Other Governments 15.6 32.1 13.7 25.6 
Federal 15.1 31.5 12.7 24.1 
Local 0.5 0.6 1.0 1.5 
Charges & Miscellaneous 18.3 18.6 7.7 9.6 
Earnings on Property 
& Investments 12.8 13.0 1.8 2.3 
Other 5.5 5.6 5.9 7.3 


*The reader is cautioned that all taxes listed are not levied by every state. 
However, the figures used here are average proportions for all 49 states. 
**Does not include insurance trust, liquor store revenues, or borrowings. 
Sources: Revised Summary of State Government Finances 1942-1950 
Compendium of State Government Fi 1959 


9 per cent. In New Mexico, however, welfare 
payments have long ranked second. Also, in this 
state the educational system is third in the matter 
of financial bolstering by Uncle Sam, although its 
share was only 8.6 per cent of the total Wash- 
ington aid. 

Unlike other state revenues, funds from Wash- 
ington can be spent only for the programs for 
which the grants are made. State administrators 
and legislators have little leeway in the use of 
such dollars. This situation differs, of course, 
from tax revenues, which can be appropriated by 
state legislatures in many ways that can be 
changed from year to year. (For a discussion of 
federal assistance to New Mexico, read ''The 
Federal Role in New Mexico's Economy" in the 
January 1957 issue of New Mexico Business. ) 


CHARGES AND MISCELLANEOUS REVENUES 


A major difference between the revenue struc- 
ture of this state and that of most other states 
arises from the relatively large portion of total 
income that New Mexico receives from sources 
within the charges-miscellaneous group. The 
revenue in this category is generated by state 
educational institutions, hospitals, a variety of 
commercial enterprises, mineral development 
upon state-owned land, investment of state funds, 
and a host of miscellaneous sources. The cate- 
gory has changed relatively little in importance 
throughout the postwar period. During 1959 it 
contributed almost 19 per cent of our total state 
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budget, twice the average contribution received 
from similar sources by other states. In New 
Mexico its major component is income derived 
from state-owned land, a source of income gen- 
erally available only to the 11 western states. 
For example, New Mexico possesses mineral 
rights on approximately 13 million acres. Ac- 
cording to the Bureau of the Census, during 1959 
we realized from this acreage $25 million. (The 
State Land Office reported land income during 
1959 of $26.8 million.) That income was derived 
mostly from oil and gas activity, but also included 
exploitation of other minerals, rentals on land 
used for grazing, and sales of land. A portion of 
such money must by law be placed in a permanent 
investment fund. Currently, this fund amounts to 
more than $150 million, with annual interest of 
about $3.2 million. 


Income from state lands, as is the interest on 
the invested portion of land funds, is allocated to 
certain state schools and other institutions under 
a formula established when New Mexico was ad- 
mitted to the Union. Apportionment under this 
formula provides no revenues for certain state 
institutions, but bestows upon others quite sub- 
stantial aid. Recently, revenues from state lands 
have shown a slight decline, and indications are 
that this decline not only will continue, but will 
probably get larger. Considerable thought and 
study should be directed immediately toward the 
finding of substitute sources of revenue and new 
ways of distributing receipts more evenly and 
fairly. (For a discussion of this situation, see 
"A Survey of State Lands" in the November 1956 
issue of New Mexico Business. ) 


INSURANCE TRUSTS 


Insurance trust revenues accounted for alarger 
share of total 1959 income inthe average state 
than in New Mexico. Insurance trust revenues 
expanded with extreme rapidity during the 13- 
year period we are examining; however, such 
income represented a slightly smaller share of 
total revenue during 1959 than during 1946. This 
kind of revenue is made up of employee and em- 
ployer contributions--excluding such payments by 
the State as an employer--plus interest earned 
upon the invested portion of the trust fund. Of 
course, contributions accounted for the major 
share of income, with the bulk ofthem originating 
in the unemployment compensation program. 
Contributions to state retirement plans accounted 
for about a third of all trust fund revenues in this 
and in the average state. The proportion of these 
revenues originating in all the various sources 
in New Mexico and in the so-called average state 
are also similar, although approximately 9 per 
cent of total trust revenue outside New Mexico 
is received under state-operated workmen's com- 
pensation programs. 
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LIQUOR STORES 


Sixteen states own and operate retail liquor 
stores, an important source of state revenue. 
Profits from their operations are available to 
help finance other state services. Although the 
precise technique used to distribute alcoholic bev- 
erages varies amongthese states, in general each 
exercises monopoly control over the sale of such 
beverages. Total liquor-store revenues in the 16 
states reached $1 billion during 1959. Since 
expenses were $870 million, profits came to 
$130 million. * Pennsylvania produced the largest 
liquor-store revenues--$251 million, of which 
$58 million was profit. In Utah--the state nearest 
New Mexico that operates its own liquor stores-- 
revenues during 1959 were $16 million, with 
profits amounting to $4 million. 


BORROWING 


Governments, like private individuals, must 
borrow money when current income is insuffi- 
cient for their needs. The rate and volume of 
borrowing give some indications of the financial 
pressures--and the magnitudes of the pressures-- 
upon the borrower. From 1946 through 1959 the 
State of New Mexico borrowed slightly more than 
$66 million, pushing the volume of debt up from 
$21 million in 1946 to $51 million at the end of 
1959, an increase of 144 per cent but a much 
smaller one than the 619-per cent debt expansion 
of states as a whole during this same period. 
Approximately half of New Mexico's debt, as well 
as that of the typical state, is currently composed 
of revenue bonds, a type of debt financing that 
pledges a particular source of income to pay 
interest and principle on borrowed funds. 

At the same time that New Mexico was borrow- 
ing money, it was also paying off its financial 
obligations. The annual debt redemption required 
$1.8 million during 1946 but called for $4.5 mil- 
lion during 1959, an expansion of 153 per cent-- 
again, a much smaller rate than the 213-per cent 
increase in debt repayment costs of all the states 
together. During the postwar period, in addition 
to paying interest costs, we have redeemed bonds 
valued at $42 million. 


Funds acquired by the assumption of debt are 
almost always used to construct capital facilities. 
As indicated, New Mexicohas not beenincreasing 
its capital facilities as rapidly as they appear to 
be needed. The major portion of capital outlays 
in other states during this postwar period was 
financed with borrowed funds. It is likely that the 
relatively small volume of New Mexico's capital 
expenditures since 1946 has been directly tied 
to the small increase in the State's bonded debt, 
although a final statement cannot be made until in- 
creases in local bonded debt have been examined. 
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TABLE VII 


STATE BONDED DEBT* 
New Mexico and All States, 1959 


Size of Debt Percentage 
(in thousands) Distribution 
New Mexico New Mexico All States 

Total Debt $50, 927 100.0 100.0 
Education 23,205 45.6 15.4 
Higher 22,252 43.7 6.8 
Other 953 1.9 8.6 
Highways 12,615 24.7 51.2 
Toll Roads -0- tt) 32.5 
Other Roads 12,615 24.7 18.7 
Hospitals & Public Welfare 190 0.4 1.8 
Public Safety 2,164 4.2 0.2 
Natural Resources 595 1.2 3.1 
Other 12,158 23.9 28.3 


*Includes both general obligation and revenue bonds 


The purposes for which the State of New Mexico 
has borrowed since 1946 differ from those of most 
states. The largest share, 46 per cent, has been 
assumed for educational purposes--almost all for 
higher education--while only 15 per cent of the 
debt of the average state was for this purpose, 
with less than half of this amount going to institu- 
tions of higrer learning. Here and in many other 
states most of the public school debt is assumed 
by local school districts. A fourth of our bor- 
rowing (in comparison with a national, all-states 
average of over half)has been to secure funds for 
highway construction. A major portion of such 
funds in other states was acquired for toll-road 
construction, a type of highway program New 
Mexico does not have. The remaining portion of 
our borrowing was for public welfare, safety 
programs, natural resources facilities, and a 
wide variety of miscellaneous purposes. 


IV. Summary 


The general pattern of state government fi- 
nances that has emerged in New Mexico after 
almost 50 years of statehood is different in many 
ways from that of other sections of the country, 
but particularly from that of the nonexistent 
"average" state. Of outstanding significance is 
the very heavy concentration of fiscal responsi- 
bility and authority at the state level inNew Mex- 
ico. The State of New Mexico has expanded its 
expenditures much faster than has the average 
state, but the growth was necessitated by the 
relatively rapid economic development that has 
taken place here since 1946. Although total ex- 
penditures have increased in this state more 
rapidly than they have in other areas, our spend- 
ing for capital improvements has grownrelatively 
slowly. Budgets for education and highways dom- 
inate the State's fiscal picture, as they do every- 
where. However, the emphasis given these two 
programs is greater in New Mexico than in the 
average state. These two functions have also 
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accounted for the largest portion of the additional 
funds spent by both the State of New Mexico and 
all states considered together. 


State government revenues, which arbitrarily 
regulate the volume of expenditures, have in- 
creased in relation to the economic growth of the 
states. In New Mexico the severance tax was the 
fastest growing source of revenue during the post- 
war period and now occupies a much more im- 
portant position than in the average state. The 
most significant difference between our revenue 
structure and that of the average state structure 
is the prominence of revenues credited to the 
"charges" category. Specifically, this promi- 
nence reflects the reliance we place upon the 
income generated from state-owned land, a reve- 
nue source that produces only minor amounts in 
other states. Additionally, New Mexico receives 
a larger portion of its total revenues from the 
federal government thandoes the average. As the 
result of the importance of the ''charges'' category 
and of federal government revenues paid to New 
Mexico, taxes play asmaller role herethan else- 
where. However, New Mexico obtains arelatively 
larger share of its total revenues from the gener- 
al sales tax, the property tax, and the severance 
tax than does the average state, and receives a 
relatively smaller share from the income tax and 
from death and gift taxes. 
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